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STATEMENT OF SENATOR MAX BAUCUS
REACTION TO NAFTA
August 11, 1992
The world has changed dramatically in the last two years. The Berlin Wall has come
down and the Warsaw Pact has disintegrated. The military challenge that we spent a
generation preparing to meet has disappeared.
These changes have occurred at dizzying speed. It is understandable that we are yet to
realize its full impact.
But we must keep in mind that the primary challenges that we now face are not
military. They are economic and -- as the recent Rio Summit demonstrated -- environmental.
These are the issues that deserve to be on top of the national agenda. And through our
actions in addressing these issues we will in large part define America's role in this changed
world.
It is in this context that we begin considering the North American Free Trade
Agreement, or NAFTA.
I sponsored
My initial predisposition towards the NAFTA is very positive. In 1979,
North
a
study
an amendment to the Trade Act that called upon the Administration to
American Free Trade Area. Several years later, President Reagan endorsed the concept. A
free trade agreement was concluded with Canada in 1988. And as we are all aware, the
and Canada are
negotiation of a preliminary free trade agreement between the U.S., Mexico,
about to conclude.
A free trade area in North America is as good an idea today as it was in 1979. Free
trade normally promotes the U.S. national interest. That is why I voted in favor of the two
fact,
previous free trade agreements the U.S. has negotiated with Israel and Canada. In
throughout my career in Congress I have never opposed a trade agreement submitted to
Congress for approval.
Unquestionably, securing access for American firms to a $6 trillion market of 360
million consumers the largest in the world -- is in the best interest of the United States.
visSuch a secure market could give U.S. industry a tremendous economy of scale advantage
a-vis competitors in Japan and Germany.
--

At a time when the world seems to be withdrawing into trading blocs, the U.S. is
well-advised to work on building trade ties with our closest neighbors.
HFIFNA
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THE NAFTA IS A UNIQUE TRADE AGREEMENT
agreements. It is
But the NAFTA does raise questions not raised in previous trade
Cold War trade agreement.
groundbreaking because it is the first post
countries and a
But it is also the first trade agreement negotiated between developed
carefully expanded to include
developing country. In fact, though the EC has slowly and
wide development gaps have
nations at disparate levels of development, no nations with such
ever before attempted to negotiate a free trade arrangement.
by
We must recognize that a free trade agreement with Mexico raises issues not raised
they are
the FTA with Canada. Though the U.S. and Canada surely have trade differences, to
commitment
really very similar nations with a similar wage rate and an equivalent
environmental protection.
'

has
The same cannot be said of Mexico. Though the Salinas Administration
remains a developing
unquestionably taken great strides forward on all fronts, Mexico
autos, and textiles-steel,
-sectors
key
three
country. Wage rates remain very low. For
U.S. Many are legitimately
wages in Mexico are only about one-tenth of levels in the
flight to Mexico.
job
to
concerned that such a sharp wage difference could lead
has made an effort to
Mexico has good environmental laws on the books and recently
plants have been shut
enforce environmental standards. Recently, more than 100 Mexican
down because of environmental violations.
remains
But Mexico's commitment to enforcing environmental regulations
of pollution in Mexico. Until a few months
questionable. We have all seen dramatic photos
enforcing environmental regulations. The
ago, Mexico had only about 60 officers devoted to
U.S., for comparison, employs almost 5000.
of the NAFTA
There have been understandable concerns voiced from the beginning
must be addressed in any free trade
negotiations that issues, such as those that I have raised,
agreement with Mexico.
these
Unfortunately, the Bush Administration has not paid adequate attention to
concerns.
negotiated
From what I have seen, most of the commercial provisions of the recently
Reilly, and
NAFTA ae basically sound. Ambassador Hills, Ambassador Katz, Administrator them for
I commend
their staff appear to be working toward a strong commercial agreement.
their efforts.

C)

issues in the
But the Bush Administration has inadequately addressed environmental
to assist workers that
NAFTA. And the Administration has yet to even propose a program
may be displaced as a result of the NAFTA.
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THE NAFTA AND THE ENVIRONMENT
must be included in
I have argued from the beginning that environmental safeguards
the NAFTA.
neat boxes. Environmental
Trade and the environment can no longer be separated into
issues must be addressed in trade agreements.
meet with myself and
I must commend Ambassador Hills for taking the time to
I
groups to discuss environmental issues. But
environmental
of
number
a
of
reprtesentatives
decision to respond to these
have been disappointed with the Administration's ultimate
concerns with rhetoric instead of substantive action.
the Bush Administration
Just as was the case at the recent Rio environmental summit,
not seem to recognize that the
just doesn't seem to get it. The Administration just does
not a last-minute sideshow.
environnent is becoming a central issue in trade negotiations,
"protectionists in
In recent weeks, the Administration has raised the specter of
I am far more concerned with
environmental clothing." Though I understand that concern,
Certainly, the activities of the so-called
the possibility of polluters in free trade clothing.
the name of international
Quayle Commission undermining environmental laws in
of the Bush Administration on
competitiveness raises serious concerns about the credibility
environmental issues.
goalposts" on
The Administration has also accused Congress of "moving the
may have set their own
environmental issues. This is patently untrue. The Administration
a steady, consistent message on the need
sending
been
has
Congress
but
close,
too
goalposts
to address environmental issues.
in the NAFTA
I have been underlining the specific need for environmental safeguards
that the goalposts exist. But the
for months. The Administration only recently acknowledged
goalposts have not moved.
be addressed in or in direct
Inmy opinion, three separate environmental issues must
relation io the NAFTA.
from challenge under
Frst, U.S. environmental laws and regulations must be insulated
this
the NAFrA. In fairness, the NAFTA does include provisions aimed at addressing
does not
NAFTA
the
that
concern. But some further protections must be included to ensure
become a backdoor for lowering U.S. environmental standards.
of environmental
Scond, the Administration must devote resources to enforcement
has already devoted more than
regulatios in the border area. The Salinas Administration
yet made an adequate
$400 milion to this task. But the Bush Administration has not
of the border, the price tag for which
commitment to fund the enforcement task on our side
could alproach $1 billion.
3

House and Senate Appropriation
The Administration will undoubtedly note that the
funds. But we must take a closer look at
Committees have denied their request for border
the Administration proposed paying
this claim. The Committees denied this request because
for the border program by effectively cutting other similar programs in other parts of the U.S.
why a northeastern
Although I support the Administration request, it is not hard to understand
amounts
approach
The Administration's current
Congressman would oppose such a request.
to robbing Peter to pay Paul.
enforce strong
Third, we must be certain that all countries, including Mexico,
recently concluded, lax
environmental laws. As the Office of Technology Assessment
enforcement of environmental laws can confer a significant subsidy. This can result in a
result could be
trade advantage for the nation not enforcing environmenta standards. Theand
increased
laws are enforced,
significant job losses in the U.S. where environmental
pollution.
enforce environmental laws. But
Mexico argues that it does not have the resources to
laws is a critical precondition to
in my opinion, adequate enforcement of environmental
concluding a free trade agreement with any nation.
address this issue. At one point,
The Bush Administration has stubbornly refused to
if a nation lowered its environmental
Canadian negotiators proposed snapping back tariffs
weaknesses in the
standards. The U.S. objected to this concept. Admittedly, there were
enforceable
some
the basis for
Canadian proposal. But at least it would have provided
environmental standards.
requirement that nations not lower their
expand and build upon this proposal.
The Bush Administration could have fought to
approach with consultations on environmental
Instead it has sought to replace the enforceable
have
issues through a trilateral environmental commission. If there is any lesson that we
to
enforceable
be
learned from four decades of trade negotiations it is that commitments must
be meaningful. Consultations are not adequate.
are simply
The environmental provisions considered for the NAFTA, thus far,
inadequate.
WORKER ADJUSTMENT
to address worker adjustment
The Bush Administration has also been very slow
in the U.S. But jobs
The NAFTA will undoubtedly result in new jobs being createdprove that there is a net
must
supporters
will also be lost. To win approval for an agreement
create a program to help those who lose
also
must
we
that,
beyond
But
U.S.
the
job gain in
that are created.
their jobs develop the skills to fill the new jobs

17)

worker adjustment
The President did commit to developing an "adequately funded
made.
been
yet
has
proposal
no
But
program" in conjunction with the NAFTA.
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The Administration has held up negotiations with Congress on this issue arguing that
it did not have enough information. Yet, no less then ten private projections of possible job
losses associated with the NAFTA have been completed.
The Institute for International Economics recently completed a study that went so far
five years.
as to project the likely cost of worker adjustment in the U.S. at $900 million over
It is curious that the Administration could not rely on a similar estimate to do an
initial worker adjustment plan. If it had a real commitment to addressing the needs of
an effort.
displaced workers, the Bush Administration surely would have made
We must ensure that the benefits of free trade are spread throughout society, not held
must go
by a select few. Thus, an ambitious plan to expand free trade, like the NAFTA,
program.
hand-in-hand with an equally ambitious worker adjustment
FREE TRADE TRUST FUND
Perhaps the key issue in the debate over the NAFTA is how do we provide an assured
source of funds, for environmental protection and worker adjustment Especially in tight
established.
budgetary times, I believe a dedicated source of funds should be
I have suggested a Free Trade Trust Fund built upon tariff revenues. Others have
tariffs
made similar suggestions. The Administration's only response to this issue is that new
could block trade and have no place in the NAFTA.
Clearly, this argument is really just an excuse to avoid a meaningful response. There
of
is no need to fund the Free Trade Trust Fund with a new tariff. Just dedicating a portion
would
current tariff collection on goods moving between NAFTA nations to the trust fund
enforcement in
provide ample funds for worker adjustment in the U.S. and environmental
Mexico.
If we chose instead to apply a new fee on trade and investment between NAFTA
- and phased
partners it could be capped at a very low level - less than half of one percent
out over five to ten years. Surely, such a fee would be so small as to have no significant
many
negative effect on trade, but it could go a long way toward addressing the concerns
have regarding the NAFTA.
Far from being an impediment to free trade, such a trust fund could pave the way for
free trade.

Q)

The Administration will surely continue to criticize the concept of a trust fund. But
that criticism is simply not good enough. All sides acknowledge the need of funds for
environmental protection and worker adjustment. But given the tight budgetary conditions,
source of funding
simply sending a request for funds to Congress is not enough. A realistic
must be provided.
5

CONCLUSION
As I said, we must chart a course for America in a radically changed world.
Some principles remain unchanged. There is no question of the value of free trade.
As I said at the outset, there is no debate on the proposition that free trade advances
economic interests. Clearly it does.
must
But free trade cannot be our only goal. We must also pursue other goals. We
is in place
be just as concerned with protecting the environment and assuring that a program
to retrain displaced workers.
Unfortunately, this Administration does not share those concerns. The Bush
environment is
Administration's - particularly Vice President Quayle's -- disregard for the
it have
well-known. And the Bush Administration and the Reagan Administration before
adjustment
consistently been hostile to Trade Adjustment Assistance - our primary worker
program.
substance of the
From what I have heard, I have little quarrel with the commercial
the
NAFTA. But, thus far, the Bush Administration has done far too little to address
to me as the
environment and worker adjustment and those issues are every bit as important
commercial provisions.
For that reason, I call upon the Administration to renegotiate the environmental
provisions of the NAFTA and develop an adequate worker adjustment program.
We should all support the NAFTA. But this is not just an issue of free trade versus
a disservice.
protectionism. And those that frame it that way are doing us all
free
In the current world environment, it is not enough that the NAFTA just promote
trade. It should also contain environmental safeguards and worker adjustment programs.
The NAFTA is more ambitious than previous trade agreements, and it must also be
held to a higher standard.
As was the case in 1979, I support the concept of a North American Free Trade
and worker adjustment.
Agreement. But I am just as committed to environmental protection
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